Since the mid-1990s there has been a striking increase in the propensity of youth to attend higher education.
INTRODUCTION

Background/ Objectives and Goals
The official Gini coefficient in Hong Kong is among the most unequal in Asia and the Pacific which continuously increased from 0.45 to 0.54 during 1981 to 2011. Previous studies concentrated on analysis of income inequality being attributed to differences in their own personal endowment and their response to the market changes (Fan and Lui (2003) , Lam and Liu (2011) , Lui (1997) , Sung, Zhang and Chan (2001) ). Limited study has been done with the consideration of the effect of family endowment on income inequality in Hong Kong
Since the mid-1990s there has been a striking increase in the propensity of youth to attend higher education.
Human capital theory suggests that educated workers receive higher wages than do uneducated workers, other factors being equal. Higher educated workers do have greater chances to be employed and promoted. Actually, upward social mobility is a key factor to be considered in analyzing changes in income inequality over time. Lui (1997) argued that greater income dispersions within the group were found in group of workers with higher level of education and hence the Government's education policy should not be entirely blamed for the rise in income inequality. However, no one can deny that the government's education policy would affect the educational opportunities of various groups in the society differently. If it tends to favor the rich, its long-term effect on income inequality is enormous. Johnson and Wilkins (2003) , their study found that half of the increase in inequality was explained by changes in the distribution of employment. Gini coefficient increased by 0.122 due to labour force status changes in Australia. This implied that changes to the distribution of work in the population were an important source of growth in private income inequality. Mocan (1999) indicated that sustained GNP growth was not a must for an improvement of income inequality. In the United States, an increase in structural unemployment was associated with an increase in the income share of the richest twenty percent of the population, and with a decrease in the shares of the bottom three quintiles. On the other hand, increase in cyclical unemployment was associated with a reduction in the income share of the second quintile.
During 1991 to 2001, Hong Kong turned from economic peak to economic trough. Besides, privatization of education system increased the cost of schooling. Is our tertiary education available to the youth from all income groups in Hong Kong? Do their employment status affected by their family endowment? With these challenges, we intend to provide some evidence to assess the effects of family endowments on the achievement of children's activity status, educational attainment, employment status and earnings.
METHODS
Model and Data
Stimulated by a natural approach to measure inequality of opportunity from Roemer's (1998) and a general functional form of "model of advantage" from Bourguignon et al (2007), we seek to identify the way family endowment acts on their children's achievement. Under their model, some personal characteristics are independent of the individual's will (circumstances) and "effort" made by the individual to increase his/her productivity and earnings. If the effect of this independent factor -parent's endowment is increasing in determining their children's achievement across the time, it would be crucial in affecting our intergeneration mobility and income inequality in long term.
In order to investigate the importance of parent's endowment on children's achievement in Hong Kong, the micro data of 1991, 1996 and 2001 census and by-censuses of Hong Kong would be used. As we look into the effects of parent's endowment on children's achievement, we would focus on families with 1) at least one parent work and with positive income and 2) with children aged from 15 to 28 who live with their parents in this paper. After creating the data sets, Table   1 shows the number of observations in our samples. 
Formula and Equation
For the measurement of income inequality, the gini coefficient inequality For a population uniforms on the values Gini coefficient (G) with the following easy formula (Cowell, 1995 In this paper, we would first have a preliminary study on the activity status, educational att occupational status of children with different family endowment. Then, we would look into the level of earnings and the earning inequality of children.
RESULTS
Activity Status
Business cycle might affect the achievement of youth differently because their parents would have different amount of resource to support their children. Table 2 shows the distribution of children's activity status by income deciles of their parents. It is now surprising that children in the higher income deciles are more likely to be a student because they are of higher educational attainment. However, they are more likely to be a student during economic recession but less likely to pursue study during economic growth. During 1991 to 1996, there was a 7.39% reduction of their proportion as a student. On the other hand, the proportion of children to be a student in the lowest income group increased continuously from 11.88% to 14.47% from 1991 to 2001. It imp to further their study after the educational reform in Hong Kong. For the measurement of income inequality, the gini coefficient (G) is chosen as the primary measure of ln MEARN indicates children's log monthly income from main employment; MARR and WIDO is the dummy variables for marital status; SCH stands for the children's years of schooling; EXP is children's years of working experience; KSCH denotes the higher one of parent's years of schooling; KFAMY is the higher one of parent's log monthly income from main employment. As parent's monthly income is closely related to their educational level multicollinearity problem, we run two regressions -one with KSCH only and the other with KFAMY only.
Their Children: A Preliminary Study Transition Periods
In this paper, we would first have a preliminary study on the activity status, educational att occupational status of children with different family endowment. Then, we would look into the level of earnings and the Business cycle might affect the achievement of youth differently because their parents would have different amount of resource to support their children. Table 2 shows the distribution of children's activity status by income deciles now surprising that children in the higher income deciles are more likely to be a student because they are of higher educational attainment. However, they are more likely to be a student during economic recession but less nomic growth. During 1991 to 1996, there was a 7.39% reduction of their proportion as a student. On the other hand, the proportion of children to be a student in the lowest income group increased continuously from 11.88% to 14.47% from 1991 to 2001. It implies that children from all income groups are actually with more chance to further their study after the educational reform in Hong Kong. 
In order to study the effect of family endowment on children's earnings, a simple OLS earnings regression analysis is used. The empirical strategy we adopt below is straightforward. The earnings regression with family effect of family endowment on children's + Industrial dummies (2) ln MEARN indicates children's log monthly income from main employment; MARR and WIDO is the H stands for the children's years of schooling; EXP is children's years of working experience; KSCH denotes the higher one of parent's years of schooling; KFAMY is the higher one of parent's log monthly me is closely related to their educational level, to avoid one with KSCH only and the other with KFAMY only.
In this paper, we would first have a preliminary study on the activity status, educational attainment and occupational status of children with different family endowment. Then, we would look into the level of earnings and the Business cycle might affect the achievement of youth differently because their parents would have different amount of resource to support their children. Table 2 shows the distribution of children's activity status by income deciles now surprising that children in the higher income deciles are more likely to be a student because they are of higher educational attainment. However, they are more likely to be a student during economic recession but less nomic growth. During 1991 to 1996, there was a 7.39% reduction of their proportion as a student. On the other hand, the proportion of children to be a student in the lowest income group increased continuously lies that children from all income groups are actually with more chance Besides, children in the lower income deciles group are less likely to be an employer for all years. It is observed that they are lack of resources to start their own business when they are young. On the other hand, children with higher income parents are more able to start their own business. The children in the 5 th income decile account for 30.48% and 27.78% as an employer during economic boom in 1996 and economic recession in 2001 respectively. Table 3 reports the correlation of family endowment and children's years of schooling for those who are in the labor force. It shows a stronger correlation of children's schooling and parent's schooling over the time. On the other hand, the correlation of children's schooling and parent's earnings decreased from 1991 to 1996 and then increased afterward. It seems that the effect of family earnings on children's schooling becomes stronger after 1997. It is not surprising that children with parents in the lower income deciles are only with more resources to pursue higher education during economic boom than economic recession. Economic recession might force the children in the lower income family to give up their study to release some financial burden of their parents. With Hong Kong Data During its Transition Periods www.tjprc.org editor@tjprc.org Change of educational policy from the emphasis of subsidized-mode to self-financed-mode scares the poor in achieving the higher education. In other words, the children of rich have more chances in achieving higher education with the opening of more privately-funded tertiary educational institutions. It implies that it is much difficult for the poor to get out of their current situation.
Employment Status
The situation of occupational segmentation is much serious during 1991 to 2001. Table 4 During economic expansion, the proportion of children in the lowest income decile to be professionals increased greatly by 10.9% from 1991 to 1996. It seems that they still have chance to earn higher income if they can obtain professional qualifications.
However, it is clearly that there is a great reduction of proportion of children in the lowest income deciles to be manager in all years. During 1991-2001, their proportion to be manager decreased greatly by 19.5%. To have more information on children's career development, Table 5 shows the distribution of children's industrial status by the income deciles of their parents. Children of lower income deciles group are mainly engage in manufacturing and wholesales industry while that of higher income deciles group are mainly engage in transportation, finance and communication industry. Table 6 shows the mean earnings of children by their parents' income deciles. There is no key difference between their earnings level because children with higher income parent enjoy more years of schooling while children with lower income parent gain more years of experience. Thus, their earnings level is not significantly different without controlling other factors. In order to study the direct effect of family endowment on children's earnings, a simple OLS earnings regression analysis is used. Table 7 As we are interested in the achievement of children during different phases of business cycle, the Gini coefficient of youth earnings during 1991 to 2001 are shown in Table 8 . The income inequality of youth in the employed group is much lower because of our sample selection that reduces the variation of their income.
Actually, the issue of income inequality is not restricted to economic causes. Almost all figures of Gini coefficient increase all the years. Except for the employed youth, the Gini coefficient increased by a greater percentage during economic expansion than economic recession. Consistent with sticky wage theory, wages are often said to be sticky-down although they can move up easily. Gini coefficient of employed youth decreases by 1.06% during 1991-1996. Increases in wages of all groups might decrease the inequality index during economic expansion. 
CONCLUSIONS
During economic recession, the proportion of children being unemployed for the lower income deciles groups increases while the proportion of discouraged unemployed worker for upper income deciles groups decreases significantly.
Besides, children in the lower income families are with fewer resources to pursue study during economic recession. During all phases of business cycle, children in the higher income families are more likely to work in senior posts. However, there is no significant evidence to support that employed children in the higher income groups are with advantage in obtaining higher wages than others. There is a significant increase in proportion of children in the lower income groups to be The regression result shows that the effect of parent's endowment on children's earnings is positively significant after controlling the factors of individual endowment. However, the major effect of parent's endowment on children's earnings is through parental income rather than their educational level. As its effect on children's earnings and employment is small and continuously diminishing during 1991-2001, we conclude that the effect of parent's endowment on children's earning through its indirect effect on schooling becomes more important in the future as cost of education is continuously rising for tertiary education.
